Introduction
A large body of research examines the change in the value-relevance of accounting information over time. For example, Collins et al. (1997) estimate the regression of stock price on earnings per share and book value per share. They find that book value-relevance and combined value-relevance has increased from 1953 to 1993, but bottom line earnings relevance has declined during the same period. Ely and Waymire (1999), Francis and Schipper (1999) , and Lev and Zarowin (1999) examine the return-earnings relation based on data prior to 1996. They generally document a decline of earnings relevance over time. Landsman and Maydew (2002) , using abnormal trading volume and return volatility around quarterly earnings announcement, suggest that earnings information becomes more informative from 1972 to 1998. Overall, prior research generates mixed evidence as to whether the value relevance of accounting information has declined or improved over time.
In our paper, we first re-examine the trend in the value-relevance of accounting information in the extended time frame from 1970 to 2005. We operationalize valuerelevance using Ohlson's (1995) model and express the stock price as a linear function of earnings and book value. We measure earnings relevance as the coefficient on earnings, book value-relevance as the coefficient on book value, and combined value-relevance as the adjusted R 2 . By extending the sample to the 2000's, we are able to evaluate the effect of new fair value accounting standards issued by the Financial Accounting Standards Boards (FASB), especially Statement of Financial Accounting Standards (SFAS) No.
133, Accounting for Derivative Instruments and Hedging Activities, (FASB 1998) , as amended by SFAS 137 (FASB 1999) and 138 (FASB 2000) , henceforth SFAS 133, on the changing value-relevance of accounting information.
1 Moreover, to the best of our knowledge, extant research does not examine the comparative change of value-relevance in the financial industry versus other industries.
We argue that financial institutions hold much more financial instruments that do not have intrinsic value, than other industries and current accounting reporting system cannot adequately account for those financial instruments in the financial statements in a timely manner. As a result, the value-relevance of accounting information and the trend over time in the financial industry is expected to differ from other industries, especially after the implementation of SFAS 133.
To address the increasing use of derivatives and the complexity of those derivatives, FASB issued new fair value accounting standards regarding financial instruments, which include SFAS 107 (FASB 1991 ), 115 (FASB 1993 and 119 (FASB 1994 Lastly, our paper has implication for policy makers. We find that the coefficients on earnings and book value and adjusted R-square are increasing more with time in the financial industry after the adoption of SFAS 133 than before the adoption. SFAS 133 has received significant criticism for more volatile earnings and difficult valuation since its enactment. We argue that despite the criticism, SFAS 133 significantly improves the value-relevance trend of accounting information in the financial industry.
The rest of the paper is organized as follows. Section 2 develops the hypotheses.
Section 3 designs the research. Section 4 presents the empirical analysis. The last section concludes the paper and presents possible future research.
Hypotheses Development
Research on value-relevance of accounting information has received a lot of attention in the accounting literature (e.g., Barth et al., 2001; Holthausen and Watts, 2001) . One stream of literature focuses on whether the value relevance of accounting information has declined/increased over time. Prior research provides conflicting views.
Ely and Waymire (1999), Francis and Schipper (1999) , and Lev and Zarowin (1999) find that earnings has lost its value-relevance over time, while Landsman and Maydew (2002) document increasing value-relevance for the accounting information. We re-examine this In our paper, we also focus on the comparative changes in the value-relevance of earnings and book values in the financial versus other industries. Barth et al. (1999) find that regulated industries, such as financial institutions and utilities, have a lower earnings response coefficient than other industries. However, they assume that the impact of regulation on earnings response coefficient is constant over time. Ryan and Zarowin (2003) exclude financial firms in their return-earnings trend analysis. They argue that financial firms have bigger mismatch in their assets and liabilities and thus may exhibit different association between earnings and stock returns than firms in other industries.
We explicitly compare the time-series earnings-stock price and book value-stock price relation between financial institutions and other industries for the following reasons.
Compared with other industries, financial instruments dominate financial institutions' financial statements (e.g., Khurana and Kim, 2003) . Barth et al. (2001) argue that loans are major assets to be revalued by banks under fair value accounting. The rapid growth and increasing complexity of those instruments increase the demand to adequately report them in both balance sheets and income statements in order to manage their risks.
To address this demand, FASB issued a series of fair value accounting standards from the 1990's. SFAS 107 (FASB 1991) requires that all entities disclose the fair value of financial instruments, for which it is practicable to estimate the fair value. Barth et al. (1996) 
other industries). Our third null hypothesis is:
Hypothesis 3: The effect postulated in hypothesis 2 is not affected by the implementation of SFAS 133.
Research Design
Following Collins et al. (1997) , we employ the Ordinary Least Squares (OLS) regression based on Ohlson's (1995) model. This model is well suited for our research question since new fair value accounting standards may have an impact on both income statement and balance sheet items:
P it = α 0 + α 1 BV it + α 2 E it + α 3 LOSS it *E it + ε it (1) where P i is the price per share for firm i at fiscal year end; BV i is the net book value per share for firm i at fiscal year-end; E i is the earnings before extraordinary items per share for firm i at fiscal year end; and LOSS i is a binary variable that equals 1 if E i < 0 and 0 otherwise.
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According to extant research (for example, Collins et al. 1997) , α 1 and α 2 are positive. Collins et al. (1999) provide evidence that loss firms exhibit a lower coefficient on earnings in equity valuation than profit firms. Thus, we include the interaction between loss firms and earnings before extraordinary items (LOSS it *E it ) and expect α 3 to be negative.
We estimate Model (1) by year in the financial and other industries separately.
The coefficients α 1 and α 2 represent book value-relevance and earnings relevance. The combined relevance is measured by the adjusted R 2 for each model.
We then examine the differential trend of value-relevance over time between the financial industry and other industries using the following model:
Dependent Variable = β 0 + β 1 DFIN + β 2 DPOST + β 3 TIME + β 4 DFIN*TIME + β 5 DPOST*TIME + β 6 DFIN*DPOST*TIME + ε
where Dependent Variable is book value-relevance, earnings-relevance, or combined value-relevance from Model (1) [Insert figures 1-3 about here]
In Table 5 , we present estimates of regressions of book value coefficients (α 1 ), earnings coefficients (α 2 ), and adjusted R 2 s on time trend (TIME), financial dummy (DFIN), and post-SFAS 133 dummy (DPOST), along with interaction terms (DFIN*TIME, DPOST*TIME, and DFIN*DPOST*TIME). When book value-relevance (α 1 ) is the dependent variable (Column 2), the coefficient on TIME is positive and significant (coefficient = 0.17). The TIME coefficient remains positive and significant when we replace the dependent variable with earnings relevance (α 2 in Column 3). A regression of the yearly adjusted R 2 (Column 4) on TIME indicates that combined value relevance also increases significantly over time (the coefficient on TIME is 0.07 and significant at the 0.01 level). These results suggest increasing overall value-relevance over time, thereby, rejecting H1.
[ Insert table 5 about here] Our results on book value and adjusted R 2 are consistent with Collins et al. (1997) . Contrary to Collins et al. (1997) , we find increasing earnings relevance over time.
This is possibly due to the following three reasons: (1) we measure earnings as earnings before extraordinary items while they use bottom line earnings; Collins et al. (1997) find that one time items (i.e., earnings before discontinued operation, extraordinary items and special items) are more transitory and thus reduce earnings relevance; (2) The key variable to test our H2 is DFIN*TIME. The coefficient on DFIN*TIME is negative (coefficient = −0.14, −0.49, or −0.03 with the dependent variable as book value-relevance, earnings relevance, or combined relevance, respectively) and significant at the 0.01 level. Generally, the results reject H2 and imply that overall value-relevance of accounting information increases less for financial institutions than for other industries. The negative coefficients on DFIN*TIME in Columns 2 and 3 clearly indicate that earnings and book value become less value relevant over time for financial institutions in comparison to other industries.
To assess whether such deterioration in value relevance of accounting information for financial institutions improves after they adopt SFAS 133, we incorporate a three way interaction term DFIN*DPOST*TIME. A positive coefficient on DFIN*DPOST*TIME indicates that the slower increasing trend for book value/earnings/combined relevance improves because of derivative instrument reporting under SFAS 133. In contrast, a negative coefficient on DFIN*DPOST*TIME suggests that accounting information becomes less informative for financial institutions after SFAS 133. Table 5 Overall, the results reject H3 and suggest that SFAS 133 mitigates the slower growth trend in value-relevance of financial institutions compared to other industries.
Conclusion
We investigate the comparative changes in the value-relevance of book value and earnings information from 1970 to 2005. Previous research on the value-relevance trend provides inconsistent results as to whether earnings, book value and adjusted R 2 improve or decline over time (e.g., Collins et al., 1997; Francis and Schipper, 1999; Lev and Zarowin, 1999 Notes: Pearson correlation coefficients are in the lower triangle and Spearman correlation coefficients are in the upper triangle. All of the coefficients are significant at the 0.0001 level. P i is the price per share for firm i at fiscal year end; BV i is the net book value per share for firm i at fiscal year end; E i is the earnings before extraordinary items per share for firm i at fiscal year end; and LOSS i is a binary variable that equals 1 if E i < 0 and 0 otherwise. AND ADJUSTED R-SQUARE Dependent Variable = β 0 + β 1 DFIN + β 2 DPOST + β 3 TIME + β 4 DFIN*TIME + β 5 DPOST*TIME + β 6 DFIN*DPOST*TIME + ε Notes: Dependent variables are the coefficient of book value per share (α 1 ), the coefficient of earnings per share (α 2 ), and the adjusted R 2 . They are obtained from Model (1). DFIN is a dummy variable that equals 1 for financial institutions and 0 otherwise; DPOST is a dummy variable that equals 1 for post-SFAS133 period from 2001 onwards and 0 otherwise; and TIME is a running variable from 0 in 1970 to 35 in 2005. ***, ** and * represents significance at the 1%, 5% and 10% level, respectively (two-tailed).
FIGURE 1 PLOT OF THE COEFFICIENTS OF BOOK VALUE PER SHARE OVER TIME FOR FINANCIAL VERSUS OTHER INDUSTRIES

